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AMERICAN INSTITUTE OF ACCOUNTANTS 


ANNUAL MEETING SESSION 
JANUARY 6th 


As reported in the November and De- 
cember Bulletins the annual meetingsof 
the Institute at Boston adjourned on 
October 17th to reconvene at the Shore- 
ham hotel, Washington, D. C., on Janu- 
ary 6, 1936. The January 6th session 
was called to order at 10 a.m. on that 
day. Robert H. Montgomery, presi- 
dent, occupied the chair. 

Presidents of state societies of certi- 
fied public accountants, or accredited 
representatives of such societies, many 
of whom had accepted invitations to at- 
tend the meeting, were given the privi- 
lege of the floor. 


ReEpPorT ON PROPOSED MERGER 


Frederick H. Hurdman, chairman of 
the Institute’s special committee on co- 
operation with other organizations, read 
the report of his committee dated De- 
eember 6, 1935, which had been distrib- 
uted to all members of the Institute in 
print. 

This report recited the action of the 
Institute at its annual meeting at Bos- 
ton in relation to a plan of merger of 
the American Society of Certified Pub- 
lie Accountants with the Institute, i.e., 
amendment of the by-laws so as to re- 
quire possession of a C. P. A. certificate 
by every applicant for admission to the 
Institute in the future, to create an 
advisory council of state society presi- 
dents, and to reduce the experience re- 
quirements for admission as an associate 
of the Institute from three to two years. 
These amendments had _ subsequently 
been approved by a majority of all the 
members of the Institute by mail ballot. 
The report of December 6th also stated 
that a resolution of the American So- 
ciety, adopted at its annual meeting 
early in October, had been considered at 
the Institute’s meeting at Boston. The 
resolution brought forward only two 
suggestions of importance which had 
not already been met by the Institute’s 
action, i.e., that the council of the Insti- 
tute be elected in a manner which would 
insure adequate regional representation 
of the membership and also insure the 


election of representatives suitable to 
the membership in the various sections, 
and that the name of the Institute be 
changed so as to include the words ‘‘cer- 
tified public accountants.’’ The report 
of December 6th proposed an amend- 
ment to the by-laws of the Institute deal- 
ing with the first point, and submitted 
a questionnaire to the members of the 
Institute to ascertain their opinions on 
the second point. 

Mr. Hurdman supplemented the re- 
port with an oral statement that the in- 
formal vote of members of the Institute 
on the question whether the title of the 
Institute should be changed to include 
the words ‘‘certified public account- 
ants’’ had resulted in a ballot of 667 
— the change and 383 in favor 
of it. 

Mr. Hurdman also reported that early 
in December he had transmitted a copy 
of the report of December 6th to the 
chairman of the American Society of 
Certified Public Accountants special 
committee on one national organization, 
and had requested that committee to lay 
the matter before the proper authorities 
of the Society, in order that the govern- 
ing body of the Society might consider 
the recommendations in the report and 
advise the Institute, prior to the meet- 
ing on January 6th, whether or not it 
appeared likely that the Society would 
accept the plan of merger prepared by 
the special committees of both organiza- 
tions and submitted to the annual meet- 
ings of both bodies. (This plan of 
merger, dated September 21, 1935, was 
published in the Bulletin of the Insti- 
tute for November 15, 1935, as exhibit 
‘*A’’ in the report to the executive com- 
mittee by the special committee on co- 
operation with other organizations. The 
plan had been approved by the Insti- 
tute, at its annual meeting at Boston, as 
a fair basis for a merger.) 

Mr. Hurdman stated that the special 
committee of the Society had complied 
with his request and had asked the ex- 
ecutive committee of the Society to pro- 
vide the Institute with the desired state- 
ment. He added, however, that he had 
received no communication from the ex- 
ecutive committee of the Society. 
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AMENDMENT OF By-LAwsS 


An amendment to article XI, sec- 
tion 1 (a) of the by-laws, the adoption 
of which had been recommended by 
the special committee on codperation 
with other organizations, regardless of 
whether or not the merger might take 
place, was then placed before the meet- 
ing for consideration. After several 
slight alterations in the wording of the 
amendment it was approved by more 
than a two-thirds vote of the members 
present, in the following form: 


Add to article XI, section 1 (a) the fol- 
lowing paragraph: 


“Before making its nominations the com- 
mittee on nominations shall send, at least 
' four months prior to the date of the annual 
meeting, to all the members of the Institute 
in those states from which, in the opinion of 
the committee, members should be elected to 
the council in that year, a questionnaire re- 
questing the submission within thirty days 
of names of members resident in the state 
concerned for election to the council. Nom- 
inees for the council shall be selected by the 
committee on nominations from among the 
names submitted in response to this request 
by members of the Institute in the states en- 
. titled to representation.” 


This amendment will be transmitted 
to all the members of the Institute for 
vote by mail ballot and if it is approved 
in writing by a majority of the members 
it will be declared effective. 

Prior to the vote on this amend- 
ment Durand W. Springer proposed a 
substitute amendment, providing for the 
election of members of the council by 
regions, by members resident in the sev- 
eral regions, but the substitute amend- 
ment was defeated. In the course of his 
remarks Mr. Springer stated that the 
executive committee of the American So- 
ciety of Certified Public Accountants 
had been in session on the day before, 
which was the first oportunity since the 
latest report of the Institute’s special 
committee had been available for the 
Society’s executive committee to give 
consideration to the matters with which 
that report had dealt. He said also that 
the committee would meet again to con- 
sider the matter further. 


DISCHARGE OF COMMITTEE 


Mr. Hurdman stated that his commit- 
tee had completed its consideration of 
the subject before it and that, so far as 
he knew, there remained nothing fur- 
ther for the committee to do. He sug- 
gested, therefore, that his committee be 
discharged and that any future com- 
munications from the American Society 
with regard to the proposed plan of 
merger be referred to the executive com- 
mittee of the Institute. On motion duly 
seconded, Mr. Hurdman’s committee 
was discharged with an expression of 
appreciation of its arduous labors and 
thanks for its excellent work. 

It was resolved that the executive 
committee of the Institute prepare and 
publish a full report of the work of the 
Institute’s special committee, and the 
acts of the Institute resulting from its 
official consideration of the possibility 
of one national organization, and that 
a copy of the report be sent to every 
certified public accountant in the United 
States. 


Report oF Institute AcTIVvITIES 


The secretary then read a report of 
the activities of the Institute and its 
committees since the time of the annual 
meeting at Boston. It was resolved that 
the report be reprinted either in pam- 
phlet form or in the Buletin for the in- 
formation of members and others. The 
report appears elsewhere in this Bul- 
letin. 

The meeting then adjourned sine die. 


FIFTIETH ANNIVERSARY 


The Institute’s special committee on 
the fiftieth anniversary held a meeting 
at the office of the Institute on Decem- 
ber 19th for preliminary discussion of 
plans for celebration of the fiftieth an- 
niversary of the founding of the Amer- 
ican Association of Public Accountants, 
predecessor to the Institute. Plans for 
this celebration have not yet been so 
definitely formulated that an announce- 
ment of them can be made, but it is be- 
lieved that a three-day meeting will be 
arranged in New York during the fourth 
week of May, 1937. 
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ADVISORY COUNCIL OF STATE 
SOCIETY PRESIDENTS 


The initial meeting of the advisory 
council of presidents of state societies 
of certified public accountants, for which 
provision is made in Article XVI of the 
by-laws of the Institute, as recently 
amended, was called to order at the 
Shoreham Hotel at 3 p.m., January 6, 
1936. 


Robert H. Montgomery, president of 
the American Institute of Accountants, 
called the meeting to order, as temporary 
chairman, and announced that the first 
order of business would be the election of 
a permanent chairman and a secretary. 
James F. Hughes, president of the New 
York State Society of Certified Public 
Accountants, nominated William L. 
Clark, president of the Oklahoma So- 
ciety of Certified Public Accountants, 
as permanent chairman of the advisory 
council. The nomination was seconded 
and Mr. Clark was duly elected. He as- 
sumed the chair and called for nomina- 
tions for the office of secretary. Alfred 
N. Hilton, president of the Virginia So- 
ciety of Public Accountants, was nom- 
inated by James M. Cumming, presi- 
dent of the Pennsylvania Institute of 
Certified Public Accountants, and was 
elected. 


A roll call of presidents or accredited 
representatives of state societies was 
then taken. The following were pres- 
ent: 

California—I. Graham Pattinson, repre- 
sentative. 

Colorado—W. E. Hugins, representa- 
tive. 

Connecticut—Russell C. Everett, presi- 
dent. 

Delaware—Clifford E. Iszard, president. 

District of Columbia—Harold C. Ander- 
son, president. 

Florida—Ira J. Varnedoe, representa- 
tive. 

Georgia—S. B. Ives, representative. 

Illinois—Joel M. Bowlby, representative. 


Indiana—George S. Olive, representa- 
tive. 


Kansas—Harry E. Lunsford, repre- 
sentative. 


Louisiana—Henry J. Miller, representa- 
tive. 

Maryland—Frank A. Shallenberger, 
president. 


Massachusetts—Homer N. Sweet, presi- 
dent. 


Michigan—William P. Isenberg, presi- 
dent. 


Missouri—Harry E. Lunsford, repre- 
sentative. 


New Hampshire—James Dwyer, repre- 
sentative. 
New Jersey—Julius E. Flink, president. 
New York—James F. Hughes, presi- 
dent. 
N ye Carolina—George B. Poole, presi- 
ent. 


Ohio—Hermann C. Miller, president. 

Oklahoma— William L. Clark, president. 

Pennsylvania—James M. Cumming, 
president. 

Rhode Island—George B. Clegg, Jr., 
representative. 

South Carolina—M. C. Patten, repre- 
sentative. 

Tennessee—Harry M. Jay, representa- 
tive. 

Texas—C. F. Milledge, representative. 

Virginia—Alfred N. Hilton, president. 

Puerto Rico—William A. Waymouth, 
president. 

After lengthy discussion of recent 
events related to the proposed merger of 
the two national accounting organiza- 
tions the advisory council adopted the 
following resolution : 

“Resolved, that it is the opinion of the 
advisory council of state society presidents 
of the American Institute of Accountants 
that the special committee on codperation 
with other organizations has labored dili- 
gently and well in the interest of bringing 
about a merger of the two national ac- 
countancy organizations for the purpose of 
developing a strong and united organization ; 

“That the efforts of said committee on 
coéperation merit the encouragement and 
praise of the advisory council; and 

“That it is the sense of this council that 
the Institute continue its negotiations with . 
the American Society to the end that a 
merger may be effected.” 


= 
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The following chairmen and repre- 
sentatives of committees of the Institute, 
who had been invited to be present at 
the meeting, spoke briefly, at the request 
of the chairman, on problems with which 
their committees were dealing: 


Charles H. Towns, chairman, committee on 
state legislation. 

C. O. Wellington, chairman, special com- 
mittee on codperation with securities and 
and exchange commission. 

Henry B. Fernald, representing the special 
committee on governmental accounting. 
Charles B. Couchman, chairman, special 

committee on natural business year. 

Samuel J. Broad, chairman, special commit- 
tee to revise federal reserve board bulletin. 

J. K. Mathieson, representing the special 
committee on social security act. 

Maurice E. Peloubet, chairman, board of 
examiners. 


BALTIMORE MEMBERS DISCUSS 
INSTITUTE AFFAIRS 


Baltimore members of the American 
Institute of Accountants met at the 
Southern hotel, Friday evening, Janu- 
ary 3rd, at dinner, for the purpose of 
discussing problems facing the Insti- 
tute at the present time. 

Ernest E. Wooden, retiring member 
of the special committee on development 
of the Institute in Baltimore, opened the 
meeting, but immediately turned it over 
to Edward J. Stegman, recently ap- 
pointed member of the special commit- 
tee, who will act as chairman of the 
group during the current year. Charles 
W. Hatter was designated as secretary- 
treasurer of the group, whose organiza- 
tion is entirely informal. 

Will-A. Clader, member of council, 
and John L. Carey, secretary of the In- 
stitute, were present by invitation to 
provide the Baltimore members with in- 
formation regarding the proposed uni- 
fication of the two national organiza- 
tions. Consideration of this subject led 
to an extended discussion, including ex- 
pressions of opinion on the adequacy of 
the Institute’s present structure and 
procedure and on its general program of 
activity. 


ELECTIONS 


In the absence of protest the president 
of the Institute has declared elected, as 
members and associates respectively, the 
following candidates, whose election had 
been recommended by the board of ex- 
aminers and approved by the council by 
mail ballot : 


ADVANCED TO MEMBERSHIP : 


Clinton W. Bennett, Boston 
Louis H. Keightley, Sioux City 
Harry Osborn Leete, New York 
Lee J. Muren, St. Louis 

Joseph J. Peters, New York 
Wayne E. Pollard, Rockford, Ill. 


ADMITTED AS MEMBERS: 


James Anderson, New York 
Robert W. Baltz, Washington, D. C. 
John B. Barr, Los Angeles 
William Blythe, New York 

M. J. Boedeker, Los Angeles 
Lancelot P. Bowen, Salt Lake City 
Thomas W. Brown, New York 
William R. Campbell, New York 
Alfred D’Alessandro, Boston 
Chester M. Eastes, Dayton 
Leonard W. Fageant, New York 
Raymond B. Ferrell, New York 
John D. Filson, Chicago 

Nelson J. Goodsell, Detroit 
Robert M. Griffiths, Pittsburgh 
Carol F. Hall, New York 
George A. Halvorsen, Chicago 
Clarence E. Hauser, Jr., New York 
Warren B. Hews, New York 
William P. Hollinger, Dayton 
Alvin R. Jennings, New York 
Jesse F. Kaufmann, New York 
M. Herbert King, Baltimore 
Christopher H. Knoll, New York 
C. Alvin Koch, Chicago 

Arthur W. Koelbel, New York 
Charles L. Linder, Albuquerque 
Berthold Luedemann, New York 
James Macrae, Chicago 

Waldo Markland, Tulsa 

George A. Mendes, New York 
Robert G. Murdoch, New York 
Edward L. Pitt, Cleveland 
George O. Podd, Chicago 
Samuel W. Price, Philadelphia 
Arthur C. Rogers, Phoenix 
Nicholas Salvatore, New York 
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Louis J. Schmidt, Dallas 
Theodore Shaps, Boston 
Walter D. Snell, Oklahoma City 
Henry Clay Stephens, New York 
Sidney L. Taylor, Sioux City 
Emanuel Toder, New York 
Wallace N. Vreeland, Jr., New York 
Garner A. Watson, Memphis 
Thomas Watt, New York 
Louis W. Webster, New York 
ADMITTED AS ASSOCIATES: 
T. Harlow Andrews, Rochester 
Jacob Gold, Marshall, Minn. 
Morton F. Haslacher, Chicago 
Harry D. Hopson, Houston 
Frank G. Marshall, New York 
Herman J. Olt, Chicago 
Clarence H. Richardson, Buffalo 


"EXAMINATION OF FINANCIAL 
STATEMENTS" 


Copies of the bulletin, Examination 
of Financial Statements by Independent 
Public Accountants, which is a revision 
of the bulletin prepared by the Institute 
in 1929 and published by the federal 
reserve board under the title, Verifica- 
tion of Financial Statements, have been 
mailed to all members and associates of 
the Institute. 

In view of developments of account- 
ing practice and of requirements for 
more complete disclosure of the financial 
affairs of corporations and other busi- 
ness enterprises during the past few 
years, the Institute’s executive commit- 
tee and council considered it desirable 
to revise the 1929 edition of the bulletin 
and a special committee was appointed 
for this purpose. The work of the special 
committee, which has occupied many 
months, was completed recently, and the 
executive committee directed that the 
new bulletin be printed and distributed 
to members and associates. 

Additional copies of the bulletin are 
available at fifteen cents each. 

The committee which revised the fed- 
eral reserve board bulletin consists of 
the following: Samuel J. Broad, chair- 
man, Percival Brundage, George Coch- 
rane, Frederick H. Hurdman, Paul 
Knight, E. A. Kracke, Norman J. Len- 
hart and Philip N. Miller, all of New 
York, 


INSTRUCTIONS FOR REPORTING 
FINANCIAL NEWS 


The Institute has been requested by 
the financial news department of the As- 
sociated Press to review instructions pre- 
pared for the guidance of its news edi- 
tors, bureau chiefs and correspondents 
in the reporting of news on financial 
statements of corporations. These in- 
structions are now under consideration 
by the Institute’s special committee on 
accounting procedure. 


INVENTORY METHODS OF 
OIL COMPANIES 


The Institute’s special committee on 
inventories met on December 18th, at 
the office of the Institute, with members 
of the sub-committee on inventory valua- 
tions of the American Petroleum Insti- 
tute’s committee on uniform methods of 
oil accounting, to continue discussion of 
the proper method of inventory valua- 
tion in the oil industry. 

The committee of the American Insti- 
tute of Accountants was represented by 
Edward A. Kracke, chairman, Leonard 
S. Davey, Henry A. Horne, W. D. Me- 
Gregor and I. Graham Pattinson. 

The committee of the American Pet- 
roleum Institute was represented by 
F. S. Reitzel, chairman, of Philadelphia ; 
V. L. Elliott, of Philadelphia; H. A. 
Gidney, of Pittsburgh, and C. B. Ware, 
of New York. 


PAMPHLETS AVAILABLE 


The text of the reports of certain 
committees of the Institute for the year 
1934-1935, which are of general inter- 
est, have been printed in pamphlet form, 
and copies have been sent to the presi- 
dents of each of the state societies of 
certified public accountants. A limited 
number of these pamphlets is now avail- 
able to members and associates without 
charge. All committee reports will ap- 
pear in the Yearbook of the Institute, 
publication of which has been delayed 
so that it may include proceedings of 
the meeting of the Institute at Washing- 
ton on January 6th. 
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AUSTRALASIAN CONGRESS ON 
ACCOUNTING 


The Institute has been invited to send 
an official representative to the Aus- 
tralasian Congress on Accounting, which 
will be held at Melbourne, Australia, 
during the week beginning March 16, 
1936, and members of the Institute who 
may be in Australia at that time will be 
welcomed at the congress. 

Members or associates who may wish 
to attend the Australasian Congress are 
requested to notify the Institute of their 
intention so that the proper arrange- 
ments can be made. 


STATE LEGISLATION 


The Institute has been informed that 
the legislatures of nine states will be in 
regular session during 1936. The com- 
mittee on state legislation is prepared 
to make prompt study of bills which may 
be introduced affecting the practice of 
public accountancy. 

Following are the states in which 
there will be regular sessions of the leg- 
islatures: Kentucky, Louisiana, Missis- 
sippi, Massachusetts, New Jersey, New 
York, Rhode Island, South Carolina, 
Virginia. 

The presidents of the societies of cer- 
tified public accountants in these states 
have been asked to advise the Institute 
of any proposed accountancy legislation 
which may be introduced. All members 
of the Institute are requested to advise 
the committee promptly of any informa- 
tion relating to pending legislation 
which they may receive. Copies of pro- 
posed bills would be helpful to the com- 
mittee. 

The committee on state legislation has 
in its files a large amount of informa- 
tion, gathered over a period of years, 
related to accountancy laws and their 
various provisions. The committee wel- 
comes the opportunity to assist state so- 
cieties or others who are considering pos- 
sible amendments of state accountancy 
laws. 


David Himmelblau & Co. announce the 
removal of their offices to suite 820, 110 
South Dearborn St., Chicago. 


MASTER'S DEGREE IN ACCOUNTANCY 
OFFERED BY COLUMBIA 


The Institute has been informed that, 
within the administrative framework of 
its school of business, Columbia Uni- 
versity, New York, has established a 
‘feollege of accountancy”’ granting the 
professional degree, master of science in 
professional accountancy. 

The college offers a three-year course 
of training resting upon a two-year 
course in a college of liberal arts. This 
is in accordance with the basic plan of 


professional education at Columbia, un- 


der which all students are required to 
take at least the first two years of train- 
ing beyond the high school in a liberal 
arts course, for the purpose of securing 
a broad knowledge of the world in which 
they live—the civilization of which they 
are a part. Upon this foundation, the 
professional specialization is built. 


The three-year course of specialization 
in accounting at Columbia comprises the 
basic courses in economics, law, finance, 
and banking, in addition to the tech- 
nical courses in accounting. All tech- 
nical courses are presented not only with 
the purpose of training in the necessary 
techniques but also with that of point- 
ing out their broad interrelations with 
business economy. Only those who have 
shown some aptitude in the use of figures 
and in analytic and interpretative proc- 
esses will be admitted to the course. The 
prospect of employment of the student 
upon completion of the course is an ad- 
ditional factor in determining his eligi- 
bility. Further information concerning 
the course may be secured from the 
school of business at Columbia Univer- 
sity, New York. 


An advisory committee composed of 
accounting practitioners, all members of 
the Institute, has been invited to co- 
operate in the establishment of the 
school. The formation of the committee 
has not yet been completed, but its per- 
sonnel will be announced later. 


Stagg, Mather & Hough, of New York, 
announce the admission of Charles Duncan 
Brown to partnership in the firm. 
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ACTIVITIES OF THE INSTITUTE DURING THE 
CURRENT YEAR 


At the session of the Institute’s annual 
meeting held at Washington, D. C., Jan- 
uary 6, 1936, the secretary presented a 
report of activities of the Institute and 
its committees during the first four 
months of the fiscal year 1935-1936. In 
accordance with a resolution adopted at 
the meeting, the report is published in 
full in this Bulletin for the information 
of members and associates of the Insti- 
tute and others. The text of the report 
follows : 


To the Members and Associates of the 
American Institute of Accountants: 


GENTLEMEN : 


Under instructions of the president 
the secretary has compiled a report of 
all activities of the Institute during the 
first four months of the fiseal year 1935- 
1936, for the information of members in 
attendance at the annual meeting session 
to be reconvened at Washington, D. C., 
January 6, 1936. 


GENERAL CONDITION 


At the meeting of council at Boston, 
October 14, 1935, 47 new members and 
9 new associates were elected. Under 
date of December 16, 1935, a special bal- 
lot containing the names of applicants 
recommended by the board of examiners 
was sent to the council by mail, as the 
result of which 53 new members and 7 
new associates were elected. There have 
been several losses through deaths and a 
few by resignation. At the date of this 
report the total membership is 2,499 as 
compared with 2,386 at the close of the 
past fiscal year. 

Since September 1, 1935, the begin- 
ning of the fiscal year, 75 applications 
for membership and associateship have 
been received, on some of which the 
board has not yet acted. In the same 
period of the preceding fiscal year 45 
applications were received, and in the 
year before, 27. 

Collections of dues are ahead of those 
for the past year and it is expected that 
the total revenue from dues will be even 
greater than that estimated by the com- 


mittee on budget and finance, though 
that estimate was larger than in any 
preceding year. The time limit for pay- 
ment of dues for the current year ex- 
pires January 31, 1936, and at the pres- 
ent time it appears likely that fewer 
members and associates will be lost 
through non-payment of dues than in 
any of the past five years. 


CuRRENT ACTIVITIES 


There are several current activities of 
particular interest, to which it may be 
desired to give special attention, al- 
though it should be remembered that 
they are not necessarily of any greater 
importance than many of the continuing 
activities which will be mentioned else- 
where in this report. 

The proposed merger of the American 
Society of Certified Public Accountants 
with the Institute is the subject of a re- 
port of the special committee on co- 
operation with other organizations, 
which will be considered separately at 
the January 6th meeting, and, therefore, 
requires no comment in this report. 

Revision of the pamphlet entitled 
Verification of Financial Statements has 
been completed by a special committee 
of the Institute, and the executive com- 
mittee has ordered its immediate pub- 
lication. The new edition is entitled 
Examination of Financial Statements by 
Independent Public Accountants. The 
new bulletin is broader in scope than 
its predecessor, containing suggestions 
applicable to examinations of financial 
statements for annual reports to stock- 
holders, as well as for credit purposes, 
with which the earlier bulletin was pri- 
marily concerned. Emphasis is also 
given to the importance of consistency 
in the application of sound accounting 
principles and of full disclosure of the 
basis on which accounts are stated. Pre- 
liminary proofs of the bulletin have 
been submitted to the board of gov- 
ernors of the federal reserve system 
and to the securities and exchange 
commission, for their information. It 
is expected that each member and asso- 
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ciate of the Institute will receive a copy 
of the new bulletin in January, and 
additional copies will be available at a 
nominal price. 


NaTuRAL Business YEAR 


The Institute has taken a leading part 
in a nationwide effort to educate busi- 
ness men to the advantages of a natural 
fiseal year. Toward the end of Octo- 
ber a natural business year council, 
including representatives of organiza- 
tions of bankers, credit men, trade asso- 
ciation executives and officers of busi- 
ness corporations, as well as representa- 
tives of the Institute, was organized to 
conduct a campaign of education on the 
natural business year. The council 
prepared a basic statement of the ad- 
vantages of the natural business year, of 
which some 50,000 copies have already 
been distributed in all parts of the coun- 
try. 

Counterparts of the natural business 
year council are being formed in a 
number of states, at the suggestion of 
the national council, to carry out ex- 
tensive efforts among the business men 
of the community. Bankers, credit men 
and certified public accountants are tak- 
ing the lead in the movement in most 
states, although it has not been difficult 
in many cases to obtain the codperation 
of local manufacturers and industrial- 
ists. It is planned to continue this work 
through the next two or three years, or 
as long as may be necessary thoroughly 
to acquaint the business men of the na- 
tion with the saving in time and money, 
and with the increased efficiency, which 
may result from the adoption of the nat- 
ural business period. The natural busi- 
ness year council has been much en- 
couraged with the wide-spread interest 
already manifested by trade associations 
and individual business concerns in the 
two months since the campaign was 
launched. 

In this campaign the Institute has 
been in frequent communication with all 
state societies of certified public ac- 
countants. This particular venture has 
again illustrated the desirability of 
close codperation between the national 
and state accountancy organizations, 
which should be greatly facilitated by 
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the formation of the advisory council 
of state society presidents, provided for 
in a recent amendment to the Institute’s 
by-laws, the initial meeting of which is 
scheduled for the afternoon of January 
6, 1936. As stated in a letter from the 
president of the Institute to presidents 
of state societies, the existence of the ad- 
visory council is expected to be of con- 
siderable benefit both to the Institute 
and to the state groups, through co- 
ordination of the activities of certified 
public accountants throughout the coun- 
try. 


AUDITS AND PREVENTION OF FRAUD 


Another subject on which the advice 
and codperation of the state societies has 
been sought is the possibility of increas- 
ing the use of independent audits for 
the purpose of preventing defalcations. 
With increase of the scope of account- 
ancy practice, less emphasis has been 
placed in recent years on the value of 
independent audits in prevention of 
fraud, which has always been and re- 
mains an important function of the in- 
dependent auditor. Especially among 
accounting firms of small or moderate 
size, it is believed that a substantial in- 
crease in the volume of practice might 
result from wider understanding of this 
fact. Accordingly, the Institute has 
sought the codperation of surety com- 
panies, which in conjunction with their 
regular advertising and sales efforts are 
in an excellent position to stress the ad- 
vantages of independent audits. In order 
to furnish surety companies with data 
to support their arguments the Institute 
is attempting to obtain from certified 
public accountants throughout the coun- 
try, with the help of the state societies, 
statistics on the number and extent of 
defaleations in recent years. Prelim- 
inary conversations with surety com- 
pany representatives resulted in a fa- 
vorable reaction to the proposal on their 
part, and early in December a letter was 
dispatched to the presidents of the state 
societies outlining the plan. The replies 
indicate that the desired coéperation will 
be forthcoming. The Institute’s special 


committee on development of accounting - 


practice has now undertaken the task of 
carrying out the project. 
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LECTURE AND Stupy Groups 


At its first meeting after the annual 
meeting of the Institute, the executive 
committee approved a suggestion that 
younger members of the Institute in the 
larger cities be encouraged to form lec- 
ture and study groups for the purpose 
of discussing problems encountered in 
their daily professional work. There 
seemed to be a definite need for some 
means of providing staff men, junior 
partners and younger individual prac- 
titioners with an opportunity to acquire 
detailed technical information of a type 
not now available in formal university 
courses or through the regular meetings 
of the professional societies. 

The student societies sponsored by 
professional accounting organizations in 
England, and such institutions as the 
American Institute of Banking in this 
country, served as precedents for this 
type of activity. The first lecture and 
study group was organized in New York 
at a meeting on December 6th. The sub- 
ject of discussion was ‘‘The preparation 
of accountants’ reports.’’ Three speak- 
ers dealt briefly with subdivisions of 
the general topic, and discussion from 
the floor occupied the remainder of the 
evening. Those present unanimously 
voted in favor of continuation of such 
meetings and another is planned for 
January 21st. In the spring, perhaps, 
a series of lectures and discussions will 
be arranged at fairly frequent intervals. 
Efforts may be made to form similar 
groups in other cities. Their organiza- 
tion will be wholly informal, without by- 
laws or dues. Their activities will be 
limited to discussion of technical ac- 
counting subjects. If desired, such 
groups may elect chairmen and secre- 
taries for purposes of convenience. The 
New York group has already appointed 
a committee to arrange future prog- 
rams. 


Firtreta ANNIVERSARY 


Plans for celebration of the fiftieth 
anniversary of the Institute, whose di- 
rect predecessor, the American Associa- 
tion of Public Accountants, was formally 
organized in 1887, have already been 
tentatively formed. The committee in 
charge has selected New York as the 
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meeting place, partly because of its ac- 
cessibility to representatives of foreign 
societies who will be invited to partic- 
ipate in the celebration. The meeting 
will probably consist largely of social 
activities and discussion of the welfare 
and the progress of the profession in this 
country. It is not planned to arrange 
a program of technical papers. Rep- 
resentatives of accounting organiza- 
tions in this country as well as those 
from abroad will, of course, be invited, 
and a large attendance of members of 
the Institute is expected. 


AccouNTS OF MUNICIPALITIES 


Last summer the executive committee 
then in existence approved publication 
of a pamphlet prepared by the special 
committee on governmental accounting 
under the title Accounts of Govern- 
mental Bodies. Publication and dis- 
tribution of the 10,000 copies of this 
pamphlet which were printed did not 
take place until after the beginning of 
the present fiscal year. This matter is 
believed to deserve special mention, be- 
cause it is a splendid illustration of the 
benefits to the profession, as well as to 
the Institute itself, which may be de- 
rived from activity of this kind. The 
pamphlet contains a suggested program 
for improvement in administration of 
the fiscal affairs of municipalities, with 
emphasis on the accounts. Copies were 
sent in the first instance to all members 
and associates of the Institute and 
through them thousands of the pam- 
phlets have been circulated among munic- 
ipal officers and taxpayers. A copy of 
the pamphlet was sent to the chamber 
of commerce or a similar organization 
in every city of the United States with 
a population of 5,000 or more. Copies 
were also sent to the executive officers 
of more than 200 taxpayers’ associa- 
tions and municipal leagues. The Gov- 
ernmental Research Association, the 
Municipal Finance Officers’ Association, 
and the American Association of Uni- 
versity Instructors in Accounting have 
been supplied with sufficient copies for 
distribution to all their members. 

Simultaneously with this circulation 
of the pamphlet descriptive releases were 
sent to newspapers in all states, and 
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they have been widely published. As a 
result of this activity numerous requests 
for the pamphlet and further informa- 
tion on the same subject have been re- 
ceived from many national and local or- 
ganizations, municipal finance officers 
and educational institutions. As a 
direct result the special committee on 
governmental accounting has had an op- 
portunity to advise municipal officers 
and accountants on specific problems re- 
lated to municipal accounting. 


Boarp oF EXAMINERS 


One of the outstanding services to the 
profession rendered by the Institute is 
provision of a uniform C. P. A. exam- 
ination, adopted by 37 state and terri- 
torial boards. 

The preparation of the examination 
problems and questions and the grad- 
ing of papers is under the immediate 
supervision of the board of examiners. 
In the past few years the board has 
devoted a great deal of time and thought 
to the improvement of these examina- 
tions, with the result that many of the 
imperfections discovered in early exam- 
inations have been eliminated. The 
board was gratified to learn that at the 
November, 1935, sessions a larger per- 
centage of the candidates in codperating 
states were successful than in any other 
previous examination. The board’s 
gratification was based on the conviction 
that the problems and questions con- 
stituted no less a thorough test of the 
knowledge and ability of the candidates 
than those of earlier years, but that 
through the avoidance of unnecessarily 
involved problems, requiring a great deal 
of mechanical work in their solution, 
candidates had been able to do full jus- 
tice to themselves. The work of the co- 
operating state boards will, it is hoped, 
be facilitated through the provision by 
the Institute’s board of confidential 
analyses of the questions and problems 
in the examinations, which for the first 
time were sent to the state boards imme- 
diately after the November sessions in 
order that they might be used as a guide 
in the grading of papers. These analy- 
ses do not take the form of official an- 
swers or solutions, but rather break 


down the questions and problems so that 
local boards may readily see the major 
points involved in them and accordingly 
grant credit to the answers and solu- 
tions submitted by candidates. 

The board is continuing its offer, as 
announced last year, to attempt to recon- 
cile differences in grades awarded by the 
Institute’s examiners and by codperat- 


ing state boards in marking the papers 


of certain candidates. While the review 
of papers to this end involves consid- 
erable additional expense to the Insti- 
tute’s board, it is believed that the num- 
ber of variances in grades has been re- 
duced by this means. The board has re- 
ceived indications that many of the co- 
operating state boards will follow the 
Institute in adoption of the rule grant- 
ing credit to any candidate who passes 
the examination in accounting theory 
and practice, and permitting them to 
sit for re-examination in auditing and 
law. Prior to the November examina- 
tions candidates received credit, under 
the Institute’s rules, only after passage 
of two of the three subjects, accounting 
theory and practice being regarded as 
one subject. 

In addition to its supervision of the 
written examinations the board passes 
on all applications for admission to the 
Institute, in conjunction with a number 
of which the conduct of oral examina- 
tions becomes necessary. Since it is per- 
haps not widely understood that the In- 
stitute’s oral examinations constitute a 
test of an applicant’s knowledge and 
ability quite as effective as the written 
examinations it may be of interest to 
state that in 11 oral examinations con- 
ducted during the current year 6 ap- 
plicants have failed. 

Applicants are admitted to oral ex- 
amination only after submitting evi- 
dence of practical experience far more 
extensive than that of the average can- 
didate at the C. P. A. examinations. 


PROFESSIONAL ETHICS 


There has been no opportunity for a 
meeting of the newly elected committee 
on professional ethics to dispose of the 
8 cases transmitted by the predecessor 
committee. 
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Under the instructions of the chair- 
man of the committee the secretary bs 
written several private companies, whica 
had made to individual accountants pro- 
posals of codperative activity which ap- 
peared inconsistent with the Institute’s 
rules of professional conduct, calling at- 
tention to the rules affected. 

With the approval of the chairman of 
the committee several items have been 
prepared for publication in the Insti- 
tute’s Bulletin dealing with questions of 
professional ethics raised in correspond- 
ence with Institute members or others. 


EDUCATION 


The committee on education has before 
it a task assigned to it by the council of 
the Institute at its meeting, October 14th, 
ie.: 1) To formulate a policy setting 
forth standards of educational training 
of public accountants; 2) To encourage 
the strengthening of training now avail- 
able in collegiate schools of business, 
perhaps by the suggestion that separate 
professional schools of accountancy be 
established; 3) To encourage higher 
educational requirements for the C.P.A. 
certificate, and 4) To codperate in 
strengthening the Institute’s written ex- 
aminations in accordance with the gen- 
eral purpose of the Institute’s educa- 
tional program. 

The chairman of the committee has 
replied to requests for information by 
individual accountants, students and in- 
structors on questions related to ac- 
countancy education. 


ANNUAL MEETING 


A. G. Moss, chairman of the commit- 
tee on meetings, as requested, has sub- 
mitted the following interim report: 

“Since its appointment the committee has 
met twice. A skeleton organization, consist- 
ing of eight associate committees of the 
Texas Society of Certified Public Account- 
ants, has been formed. A chairman for each 
associate committee has been appointed and 
each chairman has accepted the appointment. 
The board of directors of the Texas So- 
ciety of Certified Public Accountants, at a 
meeting held December 6, appropriated for 
use of your committee an amount of money 
which, in the opinion of your committee, 
assures that ample funds will be available 


for entertainment and other expenses inci- 
dent to the annual meeting of the Institute 
next October. 

“The accountants of Texas are solidly be- 
hind your committee and are proud of the 
honor the Institute has done them by select- 
ing Dallas as its next annual meeting place. 
Long before next October they hope to make 
all members of the Institute and their ladies 
Annual-Meeting, Great-Southwest, Texas- 
Centennial and Dallas-minded.” 


FEDERAL TAXATION 


The committee on federal taxation has 
before it several questions raised by in- 
dividual members related to specific pro- 
visions of the federal revenue law, or 
regulations issued thereunder. The 
committee is also giving consideration to 
senate bill 2512, known as the lobbyists 
registration bill, which is now before a 
congressional committee, and if enacted 
in its original form might affect ad- 
versely accountants who represent cli- 
ents before governmental departments. 


PUBLICATION 


The continuous duty of the committee 
on publication is to supervise publica- 
tion of The Journal of Accountancy, to 
which members of the committee are re- 
quired to devote a good deal of time and 
attention. The committee reviews man- 
uscripts submitted for publication in 
the magazine and advises the editor on 
subjects for articles of timely interest. 

The publication of books by the Amer- 
ican Institute Publishing Company, 
Ine., among whose directors are mem- 
bers of the committee on publication is 
a closely affiliated activity. A new 
catalogue of the Institute’s publications 
is soon to be issued and plans for pub- 
lication of new books will be announced 
later in the year. 


State LEGISLATION 


In accordance with the request of the 
president Charles H. Towns, chairman 
of the committee on state legislation, has 
submitted the following statement of the 
program of his commitee for.the current 
year: 

“Tt is proposed that the committee, prin- 
cipally as a result of work of the Institute’s 
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office, continue to obtain information as to 
state legislation and state board rules, and 
make the information which it has available 
to members to as great an extent as is found 
practicable. It is also proposed that the 
committee use the information which it has 
in the study of problems relating to state 
legislation. 

“The position of the committee can not be 
made clear without mentioning that a vast 
amount of material relating to the subject 
has been gathered, analyzed and classified 
by predecessor committees. 


GATHERING OF INFORMATION 


“Data regarding accountancy legislation 
will be currently received during that part 
of the year when the state legislatures are in 
session, from a legislation information serv- 
ice. Letters have been sent to accountants in 
states whose legislatures are to be in session 
during the year, requesting certain informa- 
tion from them. 


DISTRIBUTION TO MEMBERS 


“In previous years, information relating 
to state legislation which it was believed 
would be of interest to members has been 
published currently in the Bulletin; it is 
proposed that such publication be continued. 

“In 1930 a book was published under the 
auspices of the Institute containing the full 
texts of the accountancy statutes of the states 
and territories of the United States. Nu- 
merous changes have been made in the laws 
since that book was published and one of 
the problems before the committee is that of 
making readily available to members the 
statutes as they exist, with changes as they 
are made, from time to time. 


Stupy or Questions or Scope Co- 
ORDINATION 


“There are some questions which it is be- 
lieved may be worthy of study, relating to the 
scope of the committee’s work and to co- 
ordination of its work and coéperation wita 
other committees and organizations. 

“For example, an important matter which 
is very closely related to state legislation is 
that of the rules of state accountancy boards 
and the administration of the laws. The 
question arises as to whether this committee 
should work on these matters or whether 
some or all phases of them should be the 
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concern of another committee; or whether, 
possibly, some other organization can do 
what needs to be done in this connection. 

“Another question relates to the amount 
of work which this committee should do, if 
any, in connection with state laws affecting 
the work of public accountants, aside from 
the so-called ‘accountancy laws’: for ex- 
ample, there are laws relative to no-par 
stock, repurchase by a corporation of its own 
stock, determination of surplus, propriety of 
dividend payments, requirements for ac- 
counting reports, and many others. Infor- 
mation regarding these laws would be helpful 
to accountants and attention from account- 
ants might improve some of the laws. There 
is question, however, as to the practicability 
of this committee’s attempting work on these 
laws, in addition to its other work. 


PROCEDURE ON PENDING StaTE LEGISLATION 


“The American Institute of Accountants is 
a national organization. It is proposed that 
at least until the committee has had time for 
further consideration of the matter of its 
relation to state legislation and for consulta- 
tion regarding it, the general policy of the 
committee be not to take the initiative and 
not to engage directly and actively on one 
side or the other in connection with contro- 
versial matters of legislation in any of the 
state legislatures. This statement is not in- 
tended to indicate that the committee will 
decline to furnish information which it has, 
upon request, to members who may be work- 
ing for or against the passage of a law or 
laws in a state legislature.” 


ACCOUNTING PROCEDURE 


The special committee on accounting 
procedure undertakes to answer in- 
quiries on technical accounting questions 
of general interest. Publication of some 
of the responses in the question and an- 
swer department of The Journal of Ac- 
countancy is under consideration. 


LIBRARY AND BuREAU OF INFORMATION 


Following is a statement submitted 
by W. Sanders Davies, chairman of the 
special committee on administration of 
endowment, with respect to the work of 
the library and bureau of information 
over which the committee exercises su- 
pervision : 
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“The library service consists of reference 
work, circulation of books, the bureau of in- 
formation, and compilation of the Account- 
ants’ Index. 

“The reference work of the library con- 
sists of answering questions by correspond- 
ence, telephone, telegraph and _ personal 
conversation. The subject most frequently 
asked for is taxation, both of the United 
States and foreign countries. A great num- 
ber of requests also are for judicial decisions 
relating to accountancy and accountants and 
the library is endeavoring to keep a complete 
file of all such decisions. Other subjects fre- 
quently asked for are accounting and ac- 
countancy under the new federal laws and 
systems of accounting for special types of 
business. 

“This work has increased steadily during 
the past year and it is gratifying to learn 
that many members who have never before 
availed themselves of the services of the li- 
brary are now taking advantage of this priv- 
ilege. They report that they have thus ob- 
tained much valuable information unobtain- 
able elsewhere. Expressions of appreciation 
have been given by members for help ren- 
dered through the library which has been of 
great financial saving to them. 

“The compilation and publication of the 
Accountants’ Index constitutes the ground- 
work upon which the activities of the library 
are built. This index is the only comprehen- 
sive guide to accounting literature. A great 
part of the labor of the staff of the library 
is given to compiling and editing this work. 

“In addition to new books and pamphlets 
on accounting and allied subjects, approx- 
imately 100 periodicals are analyzed and in- 
dexed monthly. 

“The department of current literature 
which appears in The Journal of Account- 
ancy each month is a valuable supplement 
to the four volumes of the Accountants’ In- 
dex. It is the intention of the Institute to 
publish in the early part of 1936 a fifth 
volume of the Index which will include ref- 
erences from January, 1932, through Decem- 
ber, 1935. 

“The privilege of borrowing books and 
pamphlets through the circulation library by 
members and associates has become more 
widely known and used. Works on auditing, 
accountants’ reports, corporations, banking 
and specialized accounting are the most in 
demand and duplicate copies of books on 
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these and other subjects are now available to 
borrowers. 

“The library is often visited by account- 
ants from foreign countries as well as those 
from various parts of the United States, who 
show surprise at the size and extent of our 
collection. The regular visitors to the library 
for reference purposes comprise certified 
publie accountants, members of other organ- 
izations, business men and students of ac- 
countancy. The latter are sent to do spe- 
cially assigned work by university professors 
who are themselves members of the Institute. 

“The bureau of information offers assist- 
ance to members and associates by furnishing 
anonymous opinions and answers to techni- 
cal questions. This service is one of the most 
valuable rendered by the organization. The 
committee on administration of endowment 
authorizes from time to time the publication 
of selected opinions which seem to be of gen- 
eral importance. These are now published 
in The Journal of Accountancy under the 
head of “Accounting questions.” 


“Following are results of the library’s 
operations thus far in the current year: 


BEGINNING 
SEPTEMBER 1ST 
1934 1935 
Reference questions 2712 2792 
Cireulation of books 491 348 
Bureau of information 
questions 32 46 
Reading room attendance 1298 1874” 


CoMMERCIAL ARBITRATION 


Plans have been laid for close co- 
operation with the American Arbitra- 
tion Association in an effort to increase 
participation of accountants in arbitra- 
tion of accounting disputes, to educate 
accountants and their clients to the ben- 
efits of commercial arbitration and the 
consequent avoidance of litigation, and 
to encourage arbitration of differences 
between accountants themselves and be- 
tween accountants and their clients. 


Co6PERATION WitH BANKERS 


The special committee on codperation 
with bankers plans to confer with rep- 
resentatives of the Robert Morris As- 
sociates soon after publication of the 
bulletin Ezamination of Financial 
Statements by Independent Public Ac- 
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countants, for the purpose of facilitat- 
ing wide consideration of the document 
by bankers throughout the country. 


Co6PERATION WiTtH Bar ASSOCIATION 


Proposed state legislation, defining 
the practice of law and limiting such 
practice to attorneys, has in some cases 
contained provisions which might inter- 
fere with the proper and customary ac- 
tivities of certified public accountants. 
The Institute’s special committee on co- 
operation with bar association is giving 
consideration to recent bills of this type. 
The committee may possibly suggest to 
the American Bar Association a co- 
operative effort to eliminate unfair pro- 
visions from such measures. The Insti- 
tute’s committee has extended to the 
American Bar Association’s committee 
on unauthorized practice of the law an 
offer to discuss any specific cases in 
which accountants may be alleged to 
have infringed upon the field of legal 
practice. 


Co6PERATION WitTH SECURITIES AND 
ExcHANGE CoMMISSION 


The special committee on codperation 
with securities and exchange commission 
has maintained the close and friendly 
relations with the commission initiated 
shortly after the enactment of the se- 
curities act of 1933. The committee re- 
cently had an opportunity to offer sug- 
gestions on preliminary drafts of form 
10-K. An article prepared by the com- 
mittee, in collaboration with the special 
committee on codperation with stock ex- 
changes, dealing with annual reports to 
stockholders for 1935 in relation to the 
requirements of the S. E. C. and the 
New York stock exchange, was pub- 
lished in the Bulletin of the Institute 
for December. 


CoéPERATION Stock ExcHANGES 


Frederick H. Hurdman, chairman of 
the special committee on codperation 
with stock exchanges, has submitted the 
following interim report of his com- 
mittee : 

“On Thursday, December 5, 1935, our com- 
mittee held a meeting at which J. M. B. Hox- 
sey, executive assistant, committee on stock 


list, New York stock exchange, was invited 
to be present. 

“Various matters affecting relations with 
the accountants and the stock exchange were 
discussed. Mr. Hoxsey was particularly in- 
terested in the trend toward amplification of 
accountants’ certificates and was anxious to 
determine whether or not certificates cover- 
ing the 1935 audits would be likely to include 
many qualifications not heretofore considered 
essential by the accountants. Those of us 
who were present expressed the opinion that 
the certificates appended to the annual re- 
ports for 1935 would not differ essentially 
from those which have been used in former 
years. 

“Mr. Hoxsey suggested the advisability 
of establishing within the Institute a group 
of prominent accountants who might be 
called upon to act as arbitrators in the set- 
tlement of differences of opinion between 
the stock exchange, its listed corporations 
and the accountants for those corporations.” 


DEVELOPMENT OF INSTITUTE 


Members of the special committee on 
development of the Institute have ren- 
dered service to the Institute in many 
ways. They continue to be largely re- 
sponsible for the steady increase in the 
number of applications for admission to 
the Institute. They have codperated 
with the executive office in distributing 
news releases to newspapers in various 
localities, and they have transmitted 
copies of the Institute’s Bulletin and 
other publications to accountants who 
are prospective members of the Insti- 
tute. 


GovERNMENTAL ACCOUNTING 


Lloyd Morey, chairman of the special 
committee on governmental accounting, 
has submitted the following interim re- 
port at the request of the president: 


“A bulletin prepared by the committee for 
1934-35, entitled Accounts of Governmental 
Bodies, has been recently published and dis- 
tributed by the Institute. The bulletin is 
the second of a series of pamphlets, the first 
of which, Audits of Governmental Bodies, 
was published in 1934. The recent bulletin 
has already provoked extended interest, and 
requests have been received by the secre- 
tary’s office for quantities of copies in a 
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number of cases. The bulletin has attracted 
attention of the daily press as is indicated by 
the fact that the Chicago Daily News gave a 
full column in its financial section to a com- 
mendatory review of the contents. 

“The chief activity of the committee for 
the coming year will be codperating in the 
work of the national committee on munici- 
pal accounting. This committee was or- 
ganized in 1934 and is made up of represen- 
tatives of a number of national organiza- 
tions, including the Institute. Its purpose is 
to formulate principles of municipal account- 
ing and auditing and promote their general 
acceptance. The chairman of the Institute’s 
special committee on governmental account- 
ing represents the Institute on this joint 
committee, and all material is submitted to 
members of the Institute’s committee for re- 
view and criticism before being published. 

“The national committee has completed 
and published the following preliminary bul- 
letins : 


Suggested Procedure for a Detailed Mu- 
nicipal Audit. 

Bibliography of Municipal Accounting. 

Municipal Accounting Terminology. 

Muncipal Funds and their Balance-sheets. 


“Other similar bulletins are in prepara- 
tion. The material on municipal accounting 
terminology will be reviewed with the ter- 
minology committee of the Institute and the 
closest possible codrdination secured. After 
all have been completed and circulated for a 
reasonable time they will be reviewed and 
revised on the basis of criticisms and expe- 
rience and will be republished in consolidated 
form in a single volume. The result should 
be a notable contribution to the improvement 
and standardization of accounting and audit- 
ing procedures in this important field.” 


INVENTORIES 


E. A. Kracke, chairman of the special 
committee on inventories, has submitted 
the following statement of his commit- 
tee’s activities and plans, as requested 
by the president: 


“At the time of the committee’s appoint- 
ment in July, 1933, there was assigned to it 
the task of collaborating with the subeommit- 
tee on inventory valuations, of the American 
Petroleum Institute’s committee on uniform 
methods of oil accounting, in the efforts of 
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that body to bring about a desirable degree 
of uniformity in the valuation of oil com- 
panies’ inventories. 

“While the principle of ‘cost or market, 
whichever is lower’ may be said to have had 
a theoretical recognition in the petroleum 
industry as a broadly guiding theory, in ac- 
tual practice there were divergencies of con- 
siderable extent in the application of the 
general principle. To a large degree this 
situation seems to have been due to very 
appreciable fluctuations in the market values 
of crude oil and the products refined there- 
from, which engendered problems affecting 
both the balance-sheet and the income ac- 
count in an important degree because of the 
relatively dominant position of the inven- 
tories in the case of oil companies as regards 
both of these financial statements. 


“The scope of our joint deliberations with 
the subcommittee mentioned did not include 
the discussion of the details of cost or cost 
computations, either in respect of the pro- 
duction costs of crude oil or the manufactur- 
ing costs of products, but was restricted to 
the abstract consideration of cost and market 
valuations as constituting the factors of in- 
ventory valuations. 


“In the course of our initial joint delib- 
erations it became apparent that diver- 
gencies of views and viewpoints on the sub- 
ject under discussion existing among the 
member companies of the American Petro- 
leum Institute, as reflected by the members 
of that body’s subeommittee on inventory 
valuations, indicated the desirability of their 
making further efforts. within their own 
group to arrive at a general consensus of 
opinion, in order that our committee’s ap- 
proach to the subject might be from the 
standpoint of dealing with a matter that we 
could view as being in the realm of an indus- 
trial practice, either existent or proposed. 
As a result, the subcommittee mentioned 
and its parent committee (committee on uni- 
form methods of oil accounting) after fur- 
ther consideration on their part, laid the 
matter before the board of directors of the 
American Petroleum Institute, recommend- 
ing the principle of ‘last in, first out.’ The 
board of directors in turn recommended this 
principle to the membership of the American 
Petroleum Institute. This recommendation 
reflected the majority, but not unanimous, 
view of that board. 
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“Since that action and during the current 
year, seventeen of the members of that Insti- 
tute (including a few that had practically 
been using that method in their own accounts 
for several years) either adopted it or re- 
solved to adopt it. 

“The most recent joint session of our com- 
mittee with the Petroleum Institute’s sub- 
committee occurred on the eighteenth of 
December, 1935. At this meeting, our com- 
mittee found that considerable progress had 
been made by the representatives of the 
Petroleum Institute in arriving at a con- 
sensus of views on the subject under dis- 
cussion; however, unanimity of viewpoint 
was still lacking within the membership of 
the Petroleum Institute’s subcommittee. 

“The discussion at this last joint session 
served to clarify various matters in the 
minds of our own committee members, so 
that we expect to be able, in the very near 
future, to present to you our report on the 
matter. It is the hope of the American 
Petroleum Institute’s committee on uniform 
methods of oil accounting that they may 
ultimately receive from the American Insti- 
tute of Accountants an expression of ap- 
proval of what they are endeavoring to es- 
tablish as an industrial inventory valuation 
practice. Our discussions with the represen- 
tatives of the American Petroleum Institute 
have been wholly ‘exploratory,’ leaving the 
matter of authoritative expression of opinion 
for the action of our Institute’s appropriate 
body after the presentation of our report.” 


Pusuic Utmity Act or 1935 


J. M. Bowlby, chairman of the special 
committee on public utility act of 1935, 
has submitted the following interim re- 
port in accordance with the president’s 
request : 

“Tt was contemplated that this special 
committee would review, and advise the se- 
curities and exchange commission with re- 
spect to administrative regulations under 
the act; would collaborate with the existent 
special committee on codperation with secu- 
rities and exchange commission; and might 
be in position to render substantial services 
by issuing a report on the problems encoun- 
tered. The securities and exchange com- 
mission was informed of its appointment 
and was offered its assistance in the drafting 
of regulations and forms. 

“To date the activities of the committee 


have been somewhat curtailed as a result of 
pending litigation as to the constitutionality 
of the act. However, the committee has re- 
ceived from the commission a preliminary 
draft of rules to be promulgated under sec- 
tion 12 (i) of the act, relating to informa- 
tion to be filed by persons employed or re- 
tained, by any registered holding company 
or any subsidiary company thereof, to pre- 
sent, advocate or oppose any matter affect- 
ing such holding company or subsidiary. As 
a result of its representations, the committee 
was able to obtain a statement from the com- 
mission that the administrative rules in ques- 
tion will be redrafted and will be accom- 
panied by definitions which will clearly indi- 
cate that the requirements of section 12 of 
the act shall not be applied to public ac- 
countants so long as their services consist in 
examining and certifying to financial state- 
ments and supporting schedules or other fac- 
tual information and that accounting services 
of this nature shall not be determined to re- 
quire registration under section 12 of the 
act and the related commission rulings. The 
commission informed your committee that a 
revised draft would be presented for further 
review before final adoption by the com- 
mission. 

“While not directly within the scope of the 
designated functions of this committee, there 
has been referred to it a tentative draft of a 
uniform system of accounts prepared by the 
federal power commission for licensees and 
public utilities subject to the provisions of 
the federal water power act or the federal 
power act. This matter is now having the 
consideration of the committee.” 


SoctaL Security Act 


The following statement of activities 
of the special committee on social secur- 
ity act has been submitted by Fred J. 
Duncombe, chairman of that committee: 


“At the time of the creation of the special 
committee, its purpose was stated to be ‘to 
study the social security legislation passed by 
the recent congress as it may affect account- 
ants and their clients.’ 

“The special committee decided almost im- 
mediately that its study of the social secu- 
rity act should be confined strictly to the 
accounting requirements under the provisions 
of the act and to ignore, as a committee, the 
political, economic, and legal aspects of the 
act. 
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“Moreover, since the taxes levied upon em- 
ployers and employes relating to old-age 
benefits do not become operative until Janu- 
ary 1, 1937, whereas the taxes levied upon 
payrolls in connection with unemployment 
become effective January 1, 1936, the com- 
mittee has, to a considerable extent, concen- 
trated its attention upon the latter. 

_ “On September 30, 1935, John K. Mathie- 
son and John L. Carey called at the offices of 
the social security board in Washington 
and conferred with Ralph B. Harris, a mem- 
ber of the staff, in the absence of all three 
members of the board. 

“They learned that little had been accom- 
plished in the way of developing administra- 
tive procedure, but proffered the assistance 
of our committee and invited codperation 
with us. Also, arrangements were made for 
Mr. Harris to attend the Institute’s annual 
meeting in Boston for the purpose of meet- 
ing with the other members of our commit- 
tee, as well as with other accountants who 
might be interested. 

“On October 14, 1935, Mr. Harris wrote 
Mr. Carey that it had been decided that 
sufficient progress had not been made to 
make it advisable to discuss the problems, 
even informally, at that time, and that it was 
decided it would be better not to send any- 
one to the Institute meeting. 

“Mr. Mathieson again called on Mr. Harris 
on December 12, 1935, and found that, in 
effect, the board had accomplished little in 
the way of tangible results, but was still 
feeling its way. He was able to obtain a 
copy of a release of the board which he for- 
warded to Mr. Carey with the suggestion 
that it be published in the next issue of the 
Bulletin. Since this communication reached 
Mr. Carey too late for insertion in the De- 
ecember Bulletin, it can be published in the 
January issue. 

“Mr. Mathieson also discussed in Washing- 
ton the possibility of arranging a conference 
on January 6th or 7th of the members of our 
committee with Mr. Harris and/or Mr. Alt- 
meyer, a member of the board. Mr. Mathie- 
son understands that the board may welcome 
this opportunity and we hope to establish 
ourselves more definitely as advisors to the 
board. 

“Due to the fact that the social security 
board has not yet begun to function in an 
administrative capacity, and that no regula- 
tions were issued by the treasury depart- 
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ment until the ‘preliminary’ regulations (T. 
D. 4616) issued under date of December 20, 
1935, relating to records to be maintained 
in connection with the excise tax imposed by 
title IX of the social security act, the 
committee has felt that, in the absence of 
official pronouncements, it had little to re- 
port which would be of real value to prac- 
tising accountants and their clients. 

“Moreover, only nine states and the Dis- 
trict of Columbia have enacted legislation 
relating to unemployment compensation 
(note: The nine states are—Alabama, Cali- 
fornia, Massachusetts, New Hampshire, New 
York, Oregon, Utah, Washington, and Wis- 
consin. In addition, North Carolina has 
passed an empowering law giving the state 
administration authority to set up machinery 
corresponding to the federal act.) Since the 
taxes levied under title IX of the federal 
act are so definitely affected by correspond- 
ing legislation of the various states, the com- 
mittee has been handicapped by this absence 
of legislation in many of the states in its 
considerations of the records required. 
(ote: Mr. Mathieson and the writer both 
reside in states which have not enacted such 
legislation. ) 

“Recognizing the probability of a consid- 
erable degree of variance among the laws 
of the several states, and the difficulty the 
few members of our committee would have 
in assimilating all of the requirements of the 
various state laws, we feel that the presidents 
of the state societies can be of great assist- 
ance to the committee. Consequently, the 
state society presidents have been requested 
to submit to the committee questions and 
suggestions which, in their opinion, would 
be helpful. 

“Several practising accountants have cor- 
responded with the committee with regard to 
the requirements of the act, and their ques- 
tions have been answered to the best of our 
ability from the information available. 

“The activities the committee proposes to 
undertake during at least the early part of 
1936 are outlined as follows: 


1. Continue its attempts to contact the so- 
cial security board in Washington and 
to establish itself as an advisor of the 
board. . 


2. Continue its study of the accounting re- 
quirements as to the tax imposed under 
title IX of.the federal act and make a 
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recommendatory report thereon at an 
early date. 

3. Serve as a clearing house for questions 
and information supplied, as to the re- 
quirements in individual states, by the 
state society presidents. 

4, Continue to answer inquiries of individ- 
ual accountants or firms as to the re- 
quirements under the act.” 


Srate Corporation Laws 


The special committee on state corpo- 
ration laws has devoted more than a 
year of study to the provisions of vari- 
ous state laws dealing with the treat- 
ment of treasury stock. An analysis of 
such provisions prepared by the com- 
mittee appeared in the Bulletin of the 
Institute for December, 1935. As a re- 
sult of its study the committee has 
drafted recommendations, related to the 
treatment of treasury stock in the ac- 
counts of a corporation, which are now 
before the executive committee for con- 
sideration. 

TERMINOLOGY 


The chairman of the special commit- 
tee on terminology is reviewing the final 
draft of a manuscript which is the result 
of four practically complete revisions of 
the report published in book form in 
1931 under the title Accounting Termi- 
nology. It is planned soon to distribute 
copies of the final draft in mimeo- 
graphed form among accounting practi- 
tioners and instructors in accounting 
for final criticism, in the hope that after 
the last necessary changes shall have 
been made it will be possible to publish 
a new edition of the book before the end 
of 1936. 


MISCELLANEOUS 


The staff of the Institute has been 
entrusted with a number of activities 
which are conducted under the general 
supervision of the executive committee. 

For several years the employment serv- 
ice has been maintained for members 
and other accountants, who are regis- 
tered without charge. During the past 
few months there has been a noticeable 
increase in the activity of the employ- 
ment exchange. Since the last annual 
meeting about 20 accountants are known 
to have obtained positions as a direct 
result of the Institute’s efforts. 


The publicity program initiated sev- 
eral years ago has resulted in a steadily 
increasing number of references to the 
Institute in the public press. Two hun- 
dred and eighty-six newspaper and 
magazine clippings referring to the 
Institute by name have been received 
since the beginning of this fiscal year, 
an average rate of 71 a month in com- 
parison with 65 a month in the same 
period last year. 


The increase in number and scope of 
the various activities of the Institute 
have commensurately increased the 
problem of providing members and as- 
sociates with full information about 
what is going on. The monthly Bulletin 
is the principal medium through which 
this can be done, although occasionally 
circular letters and special reports of 
committees supplement information in 
the Bulletin. 


The quantity of information on hand 
which was believed to be of direct inter- 
est to members necessitated publication 
in December of a Bulletin of 32 pages, 
the largest issue in the 11. years during 
which this magazine has been published. 

The president and the executive com- 
mittee have requested the secretary to 
attend meetings of state societies as fre- 
quently as possible and to explain the 
objectives and activities of the Institute 
at such meetings when opportunity oc- 
curs. In accordance with this general 
policy the secretary, since the annual 
meeting in October, has spoken at meet- 
ings of certified public accountants in 
Tulsa, Dallas, Little Rock, Memphis, St. 
Louis and Kansas City and has at- 
tended meetings of the New Jersey and 
New York state societies. 


In accordance with the present devel- 
opment of closer relations between the 
state societies and the Institute the sec- 
retary’s office has sent to the president 
of each state society copies of reports of 
Institute committees for the fiscal year, 
1934-35, containing matter which might 
be of interest and assistance to state 
society committees engaged in similar 
work. 


Respectfully submitted, 
Joun L. Carey, Secretary. 
December 31, 1935 
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TENTH ANNIVERSARY OF AMERICAN 
ARBITRATION ASSOCIATION 


The tenth anniversary of the found- 
ing of the American Arbitration Asso- 
ciation will be celebrated at a dinner at 
the Astor Hotel, New York, on Febru- 
ary 4, 1936. 

Walter A. Staub and J. Pryse Good- 
win, both of New York, members of the 
American Institute of Accountants are 
members of the tenth-anniversary com- 
mittee of the association. 


SECOND MEETING OF LECTURE AND 
STUDY GROUP 


The second meeting of the New York 
lecture and study group of the Institute 
will be held on January 21st at the Edi- 
son hotel, New York, for discussion of 
form 10-K recently issued by the securi- 
ties and exchange commission. 

The organization of this group and 
its initial meeting were described in the 
December Bulletin. It is intended to 
serve as a forum for discussion by staff 
assistants and younger partners or in- 
dividual practitioners of topics of par- 
ticular interest to them. Speakers at 
the meeting on January 21st will be C. 
Oliver Wellington, Philip N. Miller and 
George Cochrane, all of New York. 
Maurice E. Peloubet, chairman of the 
Institute’s board of examiners, will pre- 
side. The meeting will be preceded by a 
dinner. 

Arrangements have been made by a 
committee consisting of Harold R. Caf- 
fyn, Lester A. Krahe and Harvey C. 
Stafford. 


UNIVERSITY INSTRUCTORS IN 
ACCOUNTING 


The twen’ eth annual meeting of the 
American Association of University In- 
structors in Accounting was held at the 
Commodore hotel, New York, on De- 
cember 27th-28th, 1935. The meeting 
was in conjunction with the annual 
meetings of the American Statistical As- 
sociation, American sociological society 
and eight other organizations. 


NATURAL BUSINESS YEAR 


The natural business year council, 
which, with the codperation of organi- 
zations of accountants, credit men, bank- 
ers, trade associations and others, is 
sponsoring the current campaign for 
wide adoption of natural fiscal periods, 
reports that in many states definite 
steps have been taken to bring the sub- 
ject to the attention of business men. 
The formation of state counterparts of 
the natural business year council is pro- 
gressing satisfactorily. 


At the suggestion of the American 
Institute of Accountants state societies 
of certified public accountants have 
taken the initiative in enlisting the sup- 
port of other groups in behalf of the 
campaign. They have been instrumen- 
tal in distributing the four-page pam- 
phlet, entitled The Natural Business 
Year as the Proper Fiscal Period, 
among individual clients of publie ac- 
countants, members of associations 
of commerce and industrial associations, 
executives of trade associations, bankers, 
attorneys and others who might be in- 
fluential in promoting adoption of the 
natural business year. Almost without 
exception the state societies have indi- 
cated their willingness to codperate in 
the movement. 


The secretary of the Robert Morris 
Associates reports that members in 
twenty-eight states have been delegated 
to assist in the campaign in their com- 
munities. Many of these men have be- 
gun active participation in the program 
of the natural business year council. In 
addition to using their influence per- 
sonally with individuals they have un- 
dertaken to assist in the formation of 
state natural business year councils. 


State Counciis 


The organization of state councils is 
considered by the national council to be 
of great importance. It is not expected 
that success will be attained through a 
short and intensive campaign but 
rather through persistent effort over a 
period of months, or even years. In its 
correspondence with state groups which 
have promised their codperation the 
council has repeatedly urged the forma- 
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tion of state councils so that there may 
be proper organization to conduct an 
extended campaign. It appears best 
that arguments in behalf of the natural 
business year be presented to business 
men in the name of groups in which a 
number of interests are represented, 
rather than in the name of accountants, 
credit men, bankers, or any other one 
interest, singly, and for this reason also 
state councils are regarded as essential. 

There exist, within the framework of 
many state societies of certified public 
accountants, agencies which, because of 
their past activities, are now in a posi- 
tion to facilitate the formation of state 
natural business year councils. Most 
state societies have committees either on 
natural business year or on codperation 
with bankers and other credit men. 
Committees of either type which have 
been active in the past usually are al- 
ready acquainted with other groups 
which could properly compose a state 
natural business year council. 


INDIVIDUAL EFFORTS 


The council has been gratified to learn 
with what enthusiasm many individuals 
have been working in behalf of the nat- 
ural business year. Accountants, in 
their relations with their clients, and 
bankers, in their relations with their 
customers, have redoubled their efforts 
to present the natural business year for 
consideration. A number of instances of 
success from such efforts have been re- 
ported. The Institute’s special commit- 
tee on natural business year urges mem- 
bers of the Institute to make unusual 
efforts at this time to convince their 
clients of the advantages of natural fiscal 
periods. 


CHART TO DETERMINE NATURAL YEAR 


In order to facilitate determination 
by individual accountants of the natu- 
ral business years of their clients the 
Institute’s committee has devised a 
chart upon which monthly averages of 
production of finished goods, raw mate- 
rials, goods in process, sales and ac- 
counts receivable can be entered and 
summarized. The chart also is adapt- 
able for analysis of other factors which 
enter into determination of the natural 


business year of a particular concern. 
A copy of this chart is being sent to 
each member and associate of the Insti- 
tute with this Bulletin. It is expected 
that, if he so desires, each accountant 
will have the chart reproduced in suffi- 
cient quantities to permit study of the 
natural business year of each of his 
clients. 


AUDITS AS PROTECTION AGAINST 
FRAUDS AND DEFALCATIONS 


As a part of its program to aid mem- 
bers and accountants in general, the In- 
stitute has recently been in touch with 
leading surety companies to enlist their 
cooperation in advising the public as to 
increases in fraud and defaleations and 
the protection against such losses af- 
forded by independent audits. 


It had been reported to the Institute 
by various members that in the last three 
or four years they have discovered many 
more defaleations than in the preceding 
ten years. Surety companies also have 
noted the increase in defaleations and 
are prepared to emphasize this situation 
in their publicity and dealings with in- 
dividual businesses. 

In order to obtain definite informa- 
tion which can be cited as indicating the 
increased number of defalcations and 
other frauds, the Institute has asked the 
codperation of state societies of certified 
public accountants and their members. 
During December a letter was addressed 
to the president of each state society 
saying, in part, the following: 

“*It will be helpful to our profession 
and to the surety companies if we may 
call their attention to numerous cases. 
These can be reported without names, 
unless the case has received substantial 
publicity. Will you please refer this 
matter to the members of your society, 
asking each member to report to your 
secretary cases in- recent years coming 
to his knowledge? If then your secre- 
tary will assemble this material and for- 
ward it to 135 Cedar Street, New York 
city, the Institute will act as a clearing 
house, presenting the facts to the surety 
companies for use in their campaign.’’ 
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APPOINTMENT OF CHIEF ACCOUNT- 
ANT OF S.E.C. 


Carman G. Blough, for the past year 
a member of the staff of the securities 
and exchange commission, has recently 
been appointed chief accountant of the 
commission. Mr. Blough is a certified 
public accountant of Wisconsin and of 
North Dakota, receiving his certificates 
in 1922 and 1930, respectively. He was 
at one time a member of the Wisconsin 
state board of accountancy. 


He is a graduate of Manchester Col- 
lege and has done post graduate work 
at Columbia University, and the Uni- 
versity of Chicago, University of Wis- 
consin and Harvard University. He 
received the master of arts degree from 
the University of Wisconsin and has 
completed residence and preliminary ex- 
amination requirements for the doctor 
of philosophy degree at Harvard Uni- 
versity. 

Since his graduation from college, 
Mr. Blough has taught accounting and 
economics in several universities. He 
was professor of accounting and head of 
the accounting department at the Uni- 
versity of North Dakota for four years. 

For more than five years he was at- 
tached to the Wisconsin tax commission 
as field auditor, assistant chief auditor 
in the income-tax department and pub- 
lic-utilities statistician, consecutively. 
For more than two years he was secre- 
tary of the Wisconsin state board of 
public affairs and, as such, was in charge 
of budgeting and auditing for all state 
departments. 

Mr. Blough has acted over a period 
of years as consultant on matters of 
accounting and finance. In 1934 he was 
in charge of the revision of the classifica- 
tion of accounts for electric and gas 
utilities in Illinois for the Illinois Com- 
merce Commission. 


He is a member of the American Asso- 
ciation of University Instructors in Ac- 
counting. 


During the period that he has been 
with the securities and exchange com- 
mission, he has served as security ana- 
lyst and assistant director of the regis- 
tration division. 


ANNUAL REPORTS OF CORPORATIONS 
REQUIRED BY S.E.C. 


The securities and exchange commis- 
sion on December 20th announced the 
adoption of rule KA-1 under the securi- 
ties exchange act of 1934, requiring 
each issuer of a security registered on a 
national securities exchange to file an 
annual report on a prescribed form not 
more than 120 days after the close of 
each fiscal year ending on or after 
December 31, 1935. At the same time 
the commission issued form 10-K, to be 
used for this purpose by corporations 
having securities originally registered 
on form 10. Announcement was made 
that forms for use by other classes of 
corporations are to be issued shortly. 

Following is the text of rule KA-1: 


“An annual report for each issuer of a 
security registered on a national securities 
exchange shall be filed, on the appropriate 
form prescribed therefor, not more than 120 
days after the close of each fiscal year end- 
ing on or after December 31, 1935, or such 
other period as shall be prescribed in the 
instruction book applicable to the particular 
form. In ease the registrant finds it im- 
practicable to file the report within such 120 
days, it may file with the commission an ap- 
plication for an extension of time to a speci- 
fied date within six months after the close 
of the fiscal year. Such application shall 
state the grounds of impracticability and 
shall contain an agreement to file the report 
on or before such specified date. The appli- 
cation shall be deemed granted unless the 
commission within ten days after receipt 
thereof shall enter an order denying the ap- 
plication as being unreasonable and unneces- 
sary under the circumstances.” 


As had been expected, the book of 
instructions which accompanied form 
10-K required that financial statements 
submitted with annual reports be certi- 
fied by independent public or independ- 
ent certified public accountants. The 
requirements as to the form and con- 
tent of the accountants’ certificates are 
the same as for form 10. Likewise the 
substance of the financial statements re- 
quired is the same as in form 10, with 
the exception that historical data sub- 
mitted at the time of original listing of 


securities of the company is not re- 
quired with annual reports. The new 
form 10-K is to be used by the majority 
of listed corporations. The require- 
ments of the form are based upon the 
principle of reporting the changes that 
have occurred during the preceding fis- 
cal year in the matters reported in the 
original application for registration. 
The principal items in the financial 
statements required are balance-sheets 
as of the close of the fiscal year and 
profit-and-loss statements for the fiscal 
year. In the interest of a better presen- 
tation and greater clarity for the inves- 
tor consulting the report, a certain 
amount of rearrangement of the mate- 
rial has been made. 

The requirements as to when the 
break-down of a securities portfolio 
should be given have been restated and 
changed to some extent. A break-down 
of marketable securities is required if 
exceeding 15% of total assets—likewise, 
of other investments. A similar break- 
down is required if the total of market- 
able securities and other security invest- 
ments exceeds 20% of total assets. In 
both instances, however, provision is 
made for grouping a portion of these 
securities without detailing them. 

In accordance with the provisions of 
the act, application may be made for 
confidential treatment of particular in- 
formation contained in the annual re- 
port. The technique to be followed in 
this regard is the same as that used at 
the time of original registration. 

As in the case of the registration 
forms adopted by the commission, the 
corporations and their accountants are 
given latitude in the manner of pre- 
senting the required data. The empha- 
sis remains on substance rather than on 
form. 


Touche, Niven & Co. announce the admis- 
sion to partnership of C. Herbert Gale, of 
New York, Carol F. Hall, of New York; 
Jesse F. Kaufmann, of New York, C. Alvin 
Koch, of Chicago, George J. Lehman, of 
Cleveland, and George C. Ludolph, of Minn- 
eapolis. 
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RECORDS TO BE KEPT UNDER SOCIAL 
SECURITY ACT 


Announcement has been made by the 
social security board that no anxiety 
need be felt by employers subject to the 
social security act of 1935 because rules 
and regulations covering the adminis- 
trative and taxing provisions of this act 
have not been promulgated. The board 
ealls attention to the fact that the taxes 
until title [IX of the act, which are the 
first for which employers are liable, do 
not accrue until the calendar year of 
1936 and no return or payment is due 
until January, 1937. 

On December 23rd the United States 
treasury department, which administers 
title IX of the act, announced a deci- 
sion relating to the records to be main- 
tained by employers and indicated that 
regulations under this title are in proc- 
ess of preparation and will be issued at 
an early date. 

Following is, in part, the text of the 
announcement of the social security 
board to which reference has been made: 


“The attention of the social security board 
has been directed to the anxiety of employers 
regarding payroll and other records which 
may be imposed upon them for the purpose 
of supplying data to the federal and state 
governments with respect to old-age benefits 
and unemployment compensation under the 
social security act (public—No. 271—74th 
congress). 

“May we suggest that you make this letter 
public to announce the fact that both the 
board and the treasury department are mak- 
ing progress in the preparation of rules and 
regulations. The absence of the receipt of 
these rules and regulations covering the ad- 
ministrative and taxing provisions of the act, 
need cause no immediate concern to em- 
ployers, since the first taxes for which em- 
ployers are liable are those under title IX, 
which do not accrue until the calendar year 
1936. This is an excise tax on payrolls of 
employers of eight or more persons. No 
return or payment of this tax is due until 
January 1937. 

“Taxes for old-age benefits under title 
VIII of the act first accrue on January 1, 
1937. This is an income tax on employees and 
an excise tax on employers, with respect to 
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employment after December 31, 1936. As 
yet it has not been determined when the first 
collection of these taxes will begin. 

“The social security board, the children’s 
bureau of the department of labor and the 
bureau of internal revenue of the treasury 
department are now working on rules, regu- 
lations, forms and procedures for all titles 
of the act, including the requirements for 
estimating the amounts to be granted to the 
states under the several sections of the act 
already mentioned. 

“When the requirements have been deter- 
mined for all provisions of the act, both the 
federal and state governments will neces- 
sarily notify employers, through proper 
channels, of the forms and returns required 
in the administration of the social security 
act. Pending such notice, which will be 
given in ample time, there need be no haste 
at present for employers to make arrange- 
ments regarding the purchase of legal and 
accounting procedures and new payroll and 
record forms.” 


Treasury decision 4616 requires rec- 

ords showing the following: 

1. The total amount of remuneration pay- 
able in eash or otherwise, showing sep- 
arately: 

a) Total remuneration paid for services 
excepted by section 907 (c), 

b) Total remuneration payable for 
services outside the United States, 

c) Total remuneration payable for all 

other services. 

2. Amount of contribution paid into any 
state unemployment fund, showing sep- 
arately: 

a) Payments made and not deducted 
(or deductible) from remuneration 
of employees, 

b) Payments made and deducted (or 
deductible) from remuneration of 
employees, 

c) Payments made with respect to 
services excepted by section 907 (c). 

3. Such other information as will enable 
the commissioners to determine whether 
a person is subject to the act, and the 
amount of the tax. 

4. The records must show the total amount 
of remuneration actually paid each 
calendar month and the total number 
of individuals employed each month, or 
for lesser periods if the employer so 
elects. 


No particular method of accounting 
or form of record is prescribed by the 
treasury department. Each person may 
adopt such records and such method of 
accounting as may best meet the require- 
ments of his own business provided that 
they clearly and accurately show the in- 
formation required and enable him to 
make a proper return. 


CENSUS OF BUSINESS 


The Institute has received further in- 
formation on the extent to which the 
profession of public accounting will be 
surveyed in the census of business now 
being conducted by the bureau of the 
census of the United States department 
of commerce. Field work on the census 
began January 2nd. 

All accounting and auditing firms will 
be canvassed for reports of their 1935 
operations. The information requested 
will include legal form of organization 
(sole proprietorship, partnership, cor- 
poration, ete.), number of active propri- 
etors and firm members, paid employees, 
receipts for services in 1935, payrolls 
and other facts. 

‘‘The published results will furnish 
for the first time a nation-wide measure- 
ment of the accounting and auditing 
profession, thereby establishing in a 
definite manner its importance in the 
field of business,’’ according to a letter 
from J. M. Rae, chief of the finance, 
insurance and business-service division 
of the census. 

The census is conducted on an estab- 
lishment basis rather than on the basis 
of individuals engaged in particular pur- 
suits. No effort is to be made to deter- 
mine the number of public accountants, 
although the census is expected to reveal 
the number of accountants practising as 
principals or sole proprietors. It is ex- 
pected that the field work of the census 
will be completed within three months 
and preliminary reports will be avail- 
able by July, 1936. 


Howard P. Nicholson and Lewis P. Fox, 
of Syracuse, announce the formation of the 
partnership of Nicholson Fox with offices 
in the Herald Building, 332 South Warren 
St. 
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ACCOUNTANCY AND THE PRESS 


Following are brief excerpts from 
articles referring to the American Insti- 
tute of Accountants, which have ap- 
peared in the public press during recent 
weeks : 

An aggressive campaign to encourage 
wider use by industry of “the natural busi- 
ness year” will be launched by accountants, 
bankers, credit men and representatives of 
management associations, as a result of plans 
drawn up at a meeting here last week, in 
conjunction with the executive committee of 
the American Institute of Accountants. 

The group decided at the meeting, which 
was held Friday night, to form a Council on 
Natural Business Year to conduct the cam- 
paign. 

The Times, New York. 


The recent formation of the consultative 
committee of investment bankers to co- 
operate with the securities and exchange com- 
mission in supervision of over-the-counter 
sales of securities is commended in the No- 
vember issue of The Journal of Accountancy 
as a step toward perpetuating the valuable 
portions of the investment bankers code of 
fair practice, which became ineffective when 
the N.R.A. was declared unconstitutional. 

The Journal, which is the official publica- 
tion of the American Institute of Account- 
ants, refers to the investment banker’s code 
as one of the few good things accomplished 
by the N.R.A. 

The Times-Union, Brooklyn. 


Cook ecounty’s muddled accounting prac- 
tices may or may not have been an inspira- 
tion, but the American Institute of Account- 
ants has proposed a six-point plan for ob- 
taining proper administration of the fiscal 
affairs of municipalities which is particu- 
larly applicable to the affairs here. 

Pointing out that there are more than 175,- 
000 governmental units in the United States 
and that every citizen is a “stockholder” in 
one or more of these, the Institute asserts 
that no one escapes a share of the expense 
of maintaining these various branches of 
government. 

The News, Chicago. 


Announcement that after January 1, 1936, 
admission to the American Institute of Ac- 
countants will be restricted to certified pub- 
lie accountants was made last night by 
Colonel Robert H. Montgomery, president 
of the Institute. At the same time, Colonel 
Montgomery announced the formation of an 
advisory council of presidents of state socie- 
ties of certified public accountants to meet 
with the Institute. 

These administrative changes became effec- 
tive with the completion of a mail ballot on 
amendment of the by-laws, authorized at 
the annual meeting of the Institute at Bos- 
ton in October. 

Journal of Commerce, New York. 


Advice regarding the form and content of 
annual reports of corporations to stock- 
holders, incident to the requirements of the 
securities and exchange commission and the 
stock exchanges, has been issued by the two 
special committees of the American Institute 
of Accountants which codperate with those 
bodies. 

Commercial and Financial Chronicle, 
New York. 


The securities exchange act of 1934 and 
the forms and regulations promulgated un- 
der it will undoubtedly influence the submis- 
sion of annual reports in greater detail, ac- 
cording to the two special committees of the 
American Institute of Accountants which co- 
operate with the securities and exchange 
commission and the stock exchanges. 

The committees have issued a bulletin of 
advice regarding the form and content of 
annual reports of corporations to stock- 
holders in the light of requirements of the 
commission and the stock exchanges. 

The Herald, Washington, D. C. 


The executive committee of the American 
Institute of Accountants has authorized the 
formation of lecture and study groups for 
younger members of the Institute in several 
large cities. The purpose of this experi- 
ment is to provide a forum for discussion of 
practical problems of direct interest to staff 
assistants and to younger practitioners on 
their own account. 

The Journal of Commerce, New York. 
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ACTIVITIES OF LOCAL SOCIETIES 


NATURAL BusINEss YEAR 


The activities of the natural business 
year council and plans for codperating 
locally in the national campaign of the 
council have been widely discussed at 
meetings of state societies of certified 
public accountants during the past six 
weeks. State counterparts of the na- 
tional council are being formed in many 
states. Almost without exception the 
societies are taking steps to present the 
advantages of natural business years to 
business men in their respective com- 
munities. Prominence was given to this 
matter in nearly all publications of state 
societies for the months of December 
and January. 


Tax LIBRARY 


A tax reference library has been made 
available to members of the Pennsyl- 
vania Institute of Certified Publie Ac- 
countants at the office of the institute 
in the Land Title Building, Philadelphia. 
The collection at present consists of 
eleven loose-leaf tax services which will 
be kept currently up to date. The li- 
brary is to be used only as a consulting 
library. No books or parts of books can 
be borrowed. It is planned to add new 
services to the collection as the need for 
them arises. 


Co6PERATION WITH TAXING 
AUTHORITIES 


Representatives of the Pennsylvania 
Institute of Certified Public Account- 
ants participated in a conference on 
problems of administration of the for- 
eign franchise, corporate net-profit-in- 
come tax and other tax measures admin- 
istered by the Pennsylvania state de- 
partment of revenue. The conference 
was held under the sponsorship of the 
department of revenue at Harrisburg 
on December 17th. It was attended also 
by other accountants, attorneys and 
agents practising before that depart- 
ment. 

This was the first meeting of its kind 
and was devoted largely to the types of 
forms to be used by corporations in fil- 
ing tax returns. The conference was 
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under the direction of William R. Main, 
chairman of the committee on legisla- 
tion of Pennsylvania institute. 


New PuBLICATION 


Vol. I, No. 1 of The Report, a publi- 
cation of the Colorado Society of Certi- 
fied Public Accountants, made its ap- 
pearance in December. It will be issued 
quarterly. 

Its introduction states that it is con- 
ceived as an official organ of the Colo- 
rado Society of Certified Publie Ac- 
countants in the hope that it will be 
useful in disseminating information to 
the members of the society and with the 
desire that it will help to form a con- 
necting link between each certified pub- 
lie accountant and the profession as an 
entirety. 

It is in the form of an eight-page 
pamphlet enclosed in a blue cover. It 
contains a list of the officers, directors 
and committee members and a roster of 
the members of the Colorado Society 
and the members of the State Board of 
Accountancy. Topics of current impor- 
tance such as the natural business year 
and federal social security act are 
treated in signed articles. Other items 
of interest are presented as notes. 


UNEMPLOYMENT COMPENSATION 


In conjunction with the Boston Chap- 
ter of the National Association of Cost 
Accountants, the Associated Industries 
of Massachusetts and other bodies, the 
committee on legislation of the Massa- 
chusetts Society of Certified Publie Ac- 
countants has recommended to the com- 
mission administering the unemploy- 
ment act of Massachusetts that, among 
other things: 

a) No exact payroll form be re- 
quired, but that each employer be per- 
mitted to use his own form, provided it 
sets forth all of the required informa- 
tion, 

b) Recommendation be made to the 
legislature not to increase the $2,500 
salary base, 

ce) The reporting of salaries and 
wages be on an accrual basis in order to 
conform with the federal law. 
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MEETINGS AND ELECTIONS 


District of Columbia Institute of Certified 
Public Accountants 


Date: December 12, 1935. 

Place: Washington, D. C. 

Speakers: E. Barrett Prettyman, corpora- 
tion counsel to the District of Columbia, 
“The District of Columbia unemploy- 
ment compensation act.” 


Henry P. Seidermann, of Brookings Insti- 
tution, “Broader aspects of social secu- 
rity.” 

Massachusetts Society of Certified Public Ac- 


countants 


Date: December 30, 1935. 

Place: Boston. 

Speakers: Harvey 8S. Chase, of Boston, 
“Money and bank deposits.” 

J. Chester Crandell, of Boston, “The 
Massachusetts unemployment compen- 
sation act.” 

Edward J. Keelan, of Boston, attorney and 
former member of the staff of the in- 
ternal revenue bureau of the United 
States treasury department, “The fed- 
eral revenue acts of 1934 and 1935.” 


New Jersey Society of Certified Public Ac- . 


countants 


Date: December 12, 1935, tenth annual con- 
ference. 

Place: Newark. 

Speakers: James F. Welch, past president 
of the society, “Trends in educational 
requirements for admission to certified 
publie accountants examinations.” 

Ernest A. Minier, deputy commissioner of 
banking and insurance, “Audits of build- 
ing-and-loan associations by certified 
publie accountants.” 

William F. Ackerson, chairman of the so- 
ciety’s committee on building-and-loan 
accounts, “Proposed revision of build- 
ing-and-loan association balance-sheet 
and income statement.” 

William H. Compton, former member of 
the New Jersey state board of public 
accountants, “Expanding the scope of 
accountancy services.” 

Walter R. Darby, commissioner of munici- 
pal accounts of the state of New Jersey, 

“The accountant’s sphere in municipal 
government.” 


J. Douglas Brown, director of the indus- 
trial relations section, Princeton univer- 
sity, “The federal social security act.” 


New York State Society of Certified Public 
Accountants 


Date: December 9, 1935, with representatives 
of credit groups. 

Place: New York. 

Subject: “Material facts for credit pur- 
poses.” 

Speakers: Philip F. Gray, of New York, 
chairman of the committee of the Rob- 
ert Morris Associates on codperation 
with public accountants. 

William H. Pouch, of New York, chair- 
man of the industrial advisory commit- 
tee of the second federal reserve district. 


South Carolina Association of Certified Public 
Accountants 


Date: December 10, 1935. 
Elections: President—J. W. Hunt, of Co- 
lumbia. 
Vice-president—W. A. Searson, of Spar- 
tanburg. 
Secretary and treasurer—C. C. McGregor, 
of Columbia. 


Tennessee Society of Certified Public Account- 
ants (Memphis chapter) 


Date: December 17, 1935. 

Place: Memphis. 

Speaker: Thomas H. Allen, chairman of the 
city light and water commission, “De- 
preciation as it applies to physical 
properties.” 


Texas Society of Certified Public Accountants 
(Dallas chapter) 


Date: December 20, 1935. 

Place: Dallas. 

Elections: Chairman—Laurence H. Fleck. 
Vice-chairman—J. R. Nelson. 
Secretary-treasurer—Frank G. Taylor. 


Utah Association of Certified Public Account- 
ants 


Date: December 19, 1935, annual meeting. 

Place: Salt Lake City. 

Elections: President—Allan Grant Mann. 
Vice-president—Frank L. Ostler. 
Secretary—-Raymond Solomon. 


